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On June 9, the Banco de Mexico (central bank) announced that consumer price inflation increased
by only 0.5% during May, bringing the cumulative inflation rate for January-May to slightly more
than 2.8%. With the low rate for January-May, Mexico appears to be on track to bring the inflation
rate to the single digits for the second consecutive year.
Mexico attained an inflation rate of 8% in 1993. President Carlos Salinas de Gortari's administration
is targeting consumer price inflation of 5% for 1994, although many private domestic and foreign
analysts suggest the rate could climb as high as 8%. For example, in a report released on May 30,
Grupo Financiero Bancomer (GFB) forecast the inflation rate at 7.5%. According to the GFB report,
the Salinas administration's tight control over the money supply will mitigate the effect of changes
in the foreign exchange rate on consumer prices.
In fact, on May 31 the central bank announced plans to assist the Salinas administration in its plan
to control inflation. Officials from the bank, which recently was given independence to formulate
its own policies, have instituted a system to make daily adjustments in money supply, which would
keep short-term interest rates relatively high and limit the amount of money in circulation. In a
recent interview, Jesus Marcos Yacaman, a central bank governor, told reporters the target is for
Mexico to eventually reduce inflation to about 3% to 4% annually, to match the rates in the country's
most important trading partners.
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